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ABSTRACT
This thesis examines whether a special event will have an impact on stock market returns.
Shanghai Composite Index, S&P 500, and CAC 40 are used as representation of the Chinese,
U.S., and French stock markets. The author makes a hypothesis of the correlation between
political influence and equity market returns. The hypothesis is tested in the thesis. The author
also examines whether or not stock markets exhibit abnormal return patterns before and after the
date when these events occurred. The finding of the research is that if a country is highly
influenced by politics and has political information asymmetry, the stock market will exhibit
abnormal (usually consistent negative) return patterns in the months prior to political elections. If
a country has less political information asymmetry, there will be fewer abnormal return patterns
in the stock market. This thesis also discovers that generally, in the three months prior to a war
announcement or outburst of a sudden event, U.S. stock market usually exhibit negative monthly
returns. While in the three months after these events, monthly index returns are generally positive.
Thesis Supervisor: Xavier Giroud
Title: Assistant Professor, Finance
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1. Introduction
There are academic literatures on equity market reaction to special events. Using 10 year
stock market data from 1990 to 2000, Schneider and Troeger (2006) argue that
international stock markets reacts negatively to the wars.[1] Garcia and Norli (2007)
argue that international soccer game losses will bring about negative impacts on the stock
market the following day. [2] Beaulieu, Cosset, and Essaddam (2005) argue that political
uncertainty can bring volatility to the Canadian stock market. [3] Research of Mattozzi
(2008) shows that U.S. stock market shares can be utilized to hedge against uncertain
presidential electoral polls. [4] Leblang and Mukherjee (2005) examined U.S. and British
stock markets and argue that incumbency or expected incumbency of left-wing
governments will lead to low mean trading prices and trading volumes, while
incumbency or expected incumbency of right-wing governments will lead to increase of
mean and volatility of stock prices. [5]
This thesis mainly focuses on three types of special events: political elections, wars, and
sudden events. In the analysis, the author uses longer time horizon of U.S. stock market
(1926-2012), Chinese stock market (1992-2012), and French stock market (1987-2012)
performances in evaluating event impact on stock market returns.
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2. Definition of Special Events
Special events are defined as events which are not related to the market itself and do not
occur on a daily or monthly basis. Three categories of events are taken into account: a).
Political elections which occur on regular intervals (every four or five years), such as
U.S. and French presidential elections, and Chinese Communist Party congresses.
Political elections are predictable in the sense that general public, as well as the stock
markets, know the time when those events will occur. b).Wars and c). Unexpected events
which include assassination of the U.S. President, attacks on the U.S., and international
political crisis related to the United States. The occurrence of these events cannot be
predicted by the general public.
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3. Hypothesis for Political Elections
3.1 Hypothesis
If a nation's stock market is strongly influenced by political information asymmetry, it
will experience abnormal market index returns before political elections.
In my opinion, Chinese stock market is strongly impacted by political influence. The
Communist Party congresses are especially important in the political sense because they
will define future industry development policies and the national leadership composition.
Due to information asymmetry, Chinese equity market does not have sufficient
information about which industries would be heavily invested on, or what political
direction the country is heading to. I call this period of time "anxiety period," in which
negative stock index returns reflect market uncertainty.
3.2 Measurement
This thesis collects the monthly index value of different countries' stock markets and
uses monthly index return as the benchmark to evaluate whether index returns increase or
decrease on a comparative basis.
rindex=(Index Valuer- Index Valuet.1)/ Index Valuet. 1
The author chooses monthly index return three months prior to and after each special
event (seven months for each special event in total, including the month when the event
occurred) as a benchmark to value whether there are consistent index return distribution
patterns.
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4. Political Elections
4.1 Chinese stock market
The most important political elections in China are Communist Party national congresses
which are held every five years. Every ten years there will be a top leadership reshuffle.
Below are the Shanghai Composite Index returns three months prior to and after the
Chinese Communist Party (CPC) national congresses:
1 7th National Congress of Chinese Communist Party
Date Index Value Index return (%)
2008/1/20 5436.876 2.73%
2007/12/20 5292.396 -4.76%
2007/11/20 5557.107 -9.00%
2007/10/20 6106.694 6.36%
2007/9/20 5741.538 11.50%
2007/8/20 5149.243 20.93%
2007/7/20 4258.093 -2.92%
16 th National Congress of Chinese Communist Party
Date Index Value Index return (%)
2003/2/20 1577.917 1.87%
2003/1/20 1548.916 3.81%
2002/12/20 1492.024 0.14%
2002/11/20 1489.963 -6.05%
2002/10/20 1585.962 -5.31%
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15 h National Congress of Chinese Communist Party
Date Index Value Index return (%)
1997/12/20 1223.25 -0.76%
1997/11/20 1232.58 -0.90%
1997/10/20 1243.83 0.57%
1997/9/20 1236.78 3.81%
1997/8/20 1191.44 -5.86%
1997/7/20 1265.61 -6.19%
1997/6/20 1349.15 -6.58%
14 ta National Congress of Chinese Communist Party
Date Index Value Index return (%)
1993/1/20 1078.68 48.36%
1992/12/20 727.07 91.05%
1992/11/20 380.57 41.58%
1992/10/20 651.47 -19.27%
1992/9/20 807 -18.04%
1992/8/20 984.66 -15.92%
1992/7/20 1171.15 -5.38%
Source: Bloomberg
Table 1-Shanghai Composite Index Value and Index Returns During Chinese
12
Communist Party National Congresses
From the index return information above, a statistical analysis of Shanghai Composite
Index returns three months prior to and after CPC national congresses can be obtained:
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Figure 1-Shanghai Composite Index Return Three Months Prior to Chinese
Communist Party National Congresses
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Figure 2-Shanghai Composite Index Return Three Months after Chinese
Communist Party National Congresses
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4.1.1 Data Analysis with the Hypothesis
From the statistical analysis above, we can observe that in the three months prior to each
Chinese Communist Party congress, the Shanghai Composite Index monthly returns are
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not randomly distributed. The index returns are generally negative, which means that
Shanghai Composite Index declines consistently before the congresses.
However, in the three months after Communist Party congresses, statistical distribution
does not show any obvious abnormal pattern. This result in turn strengthens the
hypothesis of Communist Party congresses' influence over Chinese stock markets.
4.1.2 Prediction and Testing of the Prediction:
Due to the fact that Chinese stock market is only in existence for about 20 years and each
Communist Party congress is held every five years, there is lack of sufficient data to
prove this trend. In 2012 the 18 Chinese Communist Party National Congress was held
in November. This congress also marked the transition of Chinese Communist Party
leadership. The author took the 2012 Chinese Communist Party National Congress to test
the hypothesis that in the three months before November of 2012, the Shanghai
Composite Index monthly returns would be generally negative.
During the three months prior to November 2012, Shanghai Composite Index returns
were collected as follows:
Source: Bloomberg
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Date Index Value Index return (%)
2012/10/20 2228.938 5.12%
2012/9/20 2120.36 -3.92%
2012/8/20 2206.81 -2.83%
Table 4-Shanghai Composite Index Value and Index Returns Three Months Prior to
the 2012 Chinese Communist Party National Congress
The average of the three monthly Shanghai Composite Index returns is -0.54%, and
furthermore, two out of the three monthly returns are negative, which partly supports the
author's hypothesis.
4.2 French Stock Market
The most important political elections in France are presidential elections which are held
in May every five years. The author selects CAC 40 monthly index value data and
calculates index return three months prior to and after the French presidential elections.
Data collected are listed as follows:
2012 Presidential Election
Date Index Value Index return (%)
2012/8/31 3413.07 3.69%
2012/7/31 3291.66 2.97%
2012/6/29 3196.65 5.95%
2012/5/31 3017.01 -6.09%
2012/4/30 3212.8 -6.16%
2012/3/30 3423.81 -0.83%
2012/2/29 3452.45 4.67%
2007 Presidential Election
Date Index Value Index return (%)
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2007/8/31 5662.7 -1.54%
2007/7/31 5751.08 -5.02%
2007/6/29 6054.93 -0.80%
2007/5/31 6104 2.42%
2007/4/30 5960.04 5.78%
2007/3/30 5634.16 2.14%
2007/2/28 5516.32 -1.64%
2002 Presidential Election
Date Index Value Index return (%)
2002/8/30 3366.21 -1.44%
2002/7/31 3415.38 -12.38%
2002/6/28 3897.99 -8.81%
2002/5/31 4274.64 -4.21%
2002/4/30 4462.74 -4.81%
2002/3/29 4688.02 5.04%
2002/2/28 4462.99 0.03%
1997 Presidential Election
Date Index Value Index return (%)
1997/8/29 2770.49 -9.92%
1997/7/31 3075.67 7.61%
1997/6/30 2858.26 10.62%
1997/5/30 2583.94 -2.10%
17
1997/4/30 2639.46 -0.65%
1997/3/31 2656.68 1.88%
1997/2/28 2607.55 3.62%
1992 Presidential Election
Date Index Value Index return (%)
1992/8/31 1684.88 -3.98%
1992/7/31 1754.67 -7.68%
1992/6/30 1900.63 -6.52%
1992/5/29 2033.29 0.11%
1992/4/30 2031.14 4.57%
1992/3/31 1942.43 -2.06%
1992/2/28 1983.38 5.77%
Source: Bloomberg
Table 5-CAC 40 Index Value and Index Returns
Elections
During French Presidential
From the index return information above, a statistical analysis of CAC 40 index monthly
returns three months prior to and after French presidential elections can be obtained:
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Figure 3- CAC 40 Index Return Distribution Three Months Prior to French
Presidential Elections
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Figure 4- CAC 40 Index Return Distribution Three Months After French
Presidential Elections
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Analysis
Compared with Chinese stock market index, the CAC 40 index return does not exhibit
obvious abnormal distribution pattern three months prior to and after the presidential
elections. French presidential elections have less impact over the French stock market.
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4.3 U.S. Stock Market
The most important political elections in the U.S. are the U.S. presidential elections held
in November every four years. Special outburst of political events, such as assassination
of U.S. President will be discussed in the category of special events. The author selects
S&P 500 as U.S. stock market index value and calculates index returns three months
prior to and after the U.S. presidential elections. Data collected are listed as follows:
2008 Presidential Election
Date Index Value Index return (%)
2009/2/27 735.09 -10.99%
2009/1/30 825.88 -8.57%
2008/12/31 903.25 0.78%
2008/11/28 896.24 -7.48%
2008/10/31 968.75 -16.94%
2008/9/30 1166.36 -9.08%
2008/8/29 1282.83 1.22%
2004 Presidential Election
Date Index Value Index return (%)
2005/2/28 1203.6 1.89%
2005/1/31 1181.27 -2.53%
2004/12/31 1211.92 3.25%
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2004/11/30 1173.82 3.86%
2004/10/29 1130.2 1.40%
2004/9/30 1114.58 0.94%
2004/8/31 1104.24 0.23%
2000 Presidential Election
Date Index Value Index return (%)
2001/2/28 1239.94 -9.23%
2001/1/31 1366.01 3.46%
2000/12/29 1320.28 0.41%
2000/11/30 1314.95 -8.01%
2000/10/31 1429.4 -0.49%
2000/9/29 1436.51 -5.35%
2000/8/31 1517.68 6.07%
19% Presidential Election
Date Index Value Index return (%)
1997/2/28 790.82 0.59%
1997/1/31 786.16 6.13%
1996/12/31 740.74 -2.15%
1996/11/29 757.02 7.34%
1996/10/31 705.27 2.61%
1996/9/30 687.31 5.42%
22
1996/8/30 651.99 1.88%
1992 Presidential Election
Date Index Value Index return (%)
1993/2/26 443.38 1.05%
1993/1/29 438.78 0.70%
1992/12/31 435.71 1.01%
1992/11/30 431.35 3.03%
1992/10/30 418.68 0.21%
1992/9/30 417.8 0.91%
1992/8/31 414.03 -2.40%
1988 Presidential Election
Date Index Value Index return (%)
1989/2/28 288.86 -2.89%
1989/1/31 297.47 7.11%
1988/12/30 277.72 1.47%
1988/11/30 273.7 -1.89%
1988/10/31 278.97 2.60%
1988/9/30 271.91 3.97%
1988/8/31 261.52 -3.86%
1984 Presidential Election
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Date Index Value Index return (%)
1985/2/28 181.18 0.86%
1985/1/31 179.63 7.41%
1984/12/31 167.24 2.24%
1984/11/30 163.58 -1.51%
1984/10/31 166.09 -0.01%
1984/9/28 166.1 -0.35%
1984/8/31 166.68 10.63%
1980 Presidential Election
Date Index Value Index return (%)
1981/2/27 131.27 1.33%
1981/1/30 129.55 -4.57%
1980/12/31 135.76 -3.39%
1980/11/28 140.52 10.24%
1980/10/31 127.47 1.60%
1980/9/30 125.46 2.52%
1980/8/29 122.38 0.58%
1976 Presidential Election
Date Index Value Index return (%)
1977/2/28 99.82 -2.17%
1977/1/31 102.03 -5.05%
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1976/12/31 107.46 5.25%
1976/11/30 102.1 -0.78%
1976/10/29 102.9 -2.22%
1976/9/30 105.24 2.26%
1976/8/31 102.91 -0.51%
1972 Presidential Election
Date Index Value Index return (%)
1973/2/28 111.68 -3.75%
1973/1/31 116.03 -1.71%
1972/12/29 118.05 1.18%
1972/11/30 116.67 4.56%
1972/10/31 111.58 0.93%
1972/9/29 110.55 -0.49%
1972/8/31 111.09 3.45%
1968 Presidential Election
Date Index Value Index return (%)
1969/2/28 98.13 -4.74%
1969/1/31 103.01 -0.82%
1968/12/31 103.86 -4.16%
1968/11/29 108.37 4.80%
1968/10/31 103.41 0.72%
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1964 Presidential Election
Date Index Value Index return (%)
1965/2/26 87.43 -0.15%
1965/1/29 87.56 3.32%
1964/12/31 84.75 0.39%
1964/11/30 84.42 -0.52%
1964/10/30 84.86 0.81%
1964/9/30 84.18 2.87%
1964/8/31 81.83 -1.62%
1960 Presidential Election
Date Index Value Index return (%)
1961/2/28 63.44 2.69%
1961/1/31 61.78 6.32%
1960/12/30 58.11 4.63%
1960/11/30 55.54 4.03%
1960/10/31 53.39 -0.24%
1960/9/30 53.52 -6.04%
1960/8/31 56.96 2.61%
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1956 Presidential Election
Date Index Value Index return (%)
1957/2/28 43.26 -3.26%
1957/1/31 44.72 -4.18%
1956/12/31 46.67 3.53%
1956/11/30 45.08 -1.10%
1956/10/31 45.58 0.51%
1956/9/28 45.35 -4.55%
1956/8/31 47.51 -3.81%
1952 Presidential Election
Date Index Value Index return (%)
1953/2/27 25.9 -1.82%
1953/1/30 26.38 -0.72%
1952/12/31 26.57 3.55%
1952/11/28 25.66 4.65%
1952/10/31 24.52 -0.08%
1952/9/30 24.54 -1.96%
1952/8/29 25.03 -1.46%
1948 Presidential Election
27
1949/1/31 15.22 0.13%
1948/12/31 15.2 3.05%
1948/11/30 14.75 -10.61%
1948/10/29 16.5 6.52%
1948/9/30 15.49 -3.01%
1948/8/31 15.97 0.76%
1944 Presidential Election
Date Index Value Index return (%)
1945/2/28 14.3 6.16%
1945/1/31 13.47 1.43%
1944/12/29 13.28 3.51%
1944/11/30 12.83 0.39%
1944/10/31 12.78 0.31%
1944/9/29 12.74 -0.62%
1944/8/31 12.82 0.87%
1940 Presidential Election
Date Index Value Index return (%)
1941/2/28 9.92 -1.49%
1941/1/31 10.07 -4.82%
1940/12/31 10.58 0.09%
1940/11/29 10.57 -4.60%
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1940/10/31 11.08 3.94%
1940/9/30 10.66 1.52%
1940/8/30 10.5 2.04%
1936 Presidential Election
Date Index Value Index return (%)
1937/2/26 18.06 1.63%
1937/1/29 17.77 3.43%
1936/12/31 17.18 -0.58%
1936/11/30 17.28 0.29%
1936/10/30 17.23 7.62%
1936/9/30 16.01 0.13%
1936/8/31 15.99 0.88%
1932 Presidential Election
Date Index Value Index return (%)
1933/2/28 5.66 -18.44%
1933/1/31 6.94 0.29%
1932/12/30 6.92 5.65%
1932/11/30 6.55 -5.89%
1932/10/31 6.96 -13.86%
1932/9/30 8.08 -3.69%
1932/8/31 8.39 39.14%
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1928 Presidential Election
Date Index Value Index return (%)
1929/2/28 25.59 -0.58%
1929/1/31 25.74 5.71%
1928/12/31 24.35 0.29%
1928/11/30 24.28 11.99%
1928/10/31 21.68 2.55%
1928/9/28 21.14 1.29%
1928/8/31 20.87 7.41%
Source: Bloomberg
Table 8-S&P 500 Index Value and Index Returns During the U.S. Presidential
Elections
From the index return information above, a statistical analysis of S&P 500 index
returns three months prior to and after U.S. presidential elections can be obtained:
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Figure 5- S&P 500 Index Return Three Months Prior to Presidential Elections
,ariable Obs Mean Std. Err. Std. Dev. '95% Conf. ntervall
F 63 .0086175 .008268 .065625 -. 00791 .0251449
t = 1.0423
degrees of freedom. = 62
Ha: mean < 0
Pr(: < t) = 0.8493
Ha: mean != 0
Pr(:T) > 4t.) = 0.3013
Table 9- Sample Statistical Analysis
Ha: mean > 0
Pr(T > t) = 0.1507
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Figure 6- S&P 500 Index Return Three Months After Presidential Elections
Variable Cbs Mean Std. Er:. Std. Dev. T95% Ccnf. :-ntexval
H 63 -. 0007587 .0057451 .0456003 -. 012243 .0107255
mean = mean(H)
Hc: mear = 0
Ha: mean. < 0
PrT <) = 0.4477
t = -0.1321
degrees of freedor. =
Ha: mtea.= 0
Pr(iTi > it!) = 0.8954
62
Ha: mean > 0
Pr(T > t) = 0.5523
Table 10- Sample Statistical Analysis
U.S. stock market index returns are more randomly distributed than the French and
Chinese stock markets. The U.S. stock market is much less influenced by presidential
elections.
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5. Outburst of Unpredictable Special Events
5.1 Wars
Different from research conducted by Gerald Schneider and Vera E. Troeger (2006), this
thesis defines wars as major military efforts which are of international strategic
significance. Due to the fact that China and France have not participated in any major
military combat since the establishment of their stock markets, this thesis mainly collects
data of major wars the United States participated since 1920s, including World War Two,
Iraq war, Gulf War, Vietnam War, Korean War, Afghanistan War. Data collected are
listed as follows:
Iraq War
Date Index Value Index return (%)
2003/6/30 974.5 1.13%
2003/5/30 963.59 5.09%
2003/4/30 916.92 8.10%
2003/3/31 848.18 0.84%
2003/2/28 841.15 -1.70%
2003/1/31 855.7 -2.74%
2002/12/31 879.82 -6.03%
Afghanistan War
Date Index Value Index return (%)
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2002/1/31 1130.2 -1.56%
2001/12/31 1148.08 0.76%
2001/11/30 1139.45 7.52%
2001/10/31 1059.78 1.81%
2001/9/28 1040.94 -8.17%
2001/8/31 1133.58 -6.41%
200117/31 1211.23 -1.08%
Gulf War
Date Index Value Index return (%)
1990/11/30 322.22 5.99%
1990/10/31 304 -0.67%
1990/9/28 306.05 -5.12%
1990/8/31 322.56 -9.43%
1990/7/31 356.15 -0.52%
1990/6/29 358.02 -0.89%
1990/5/31 361.23 9.20%
Vietnam War
Date Index Value Index return (%)
1956/2/29 45.34 3.47%
1956/1/31 43.82 -3.65%
1955/12/30 45.48 -0.07%
1955/11/30 45.51 7.49%
1955/10/31 42.34 -3.05%
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Korean War
Date Index Value Index return (%)
1950/9/29 19.45 5.59%
1950/8/31 18.42 3.25%
1950/7/31 17.84 0.85%
1950/6/30 17.69 -5.80%
1950/5/31 18.78 4.57%
1950/4/28 17.96 3.88%
1950/3/31 17.29 0.41%
World War Two
Date Index Value Index return (%)
1942/3/31 8.01 -6.75%
1942/2/27 8.59 -2.94%
1942/1/30 8.85 1.84%
1941/12/31 8.69 -4.71%
1941/11/28 9.12 -4.00%
1941/10/31 9.5 -6.86%
1941/9/30 10.2 -0.78%
Source: Bloomberg
Table 11-S&P 500 Index Value and Index Returns During Wars
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From the index return information above, a statistical analysis can be obtained:
1.13%
4.57%
3.88%
0.41%
-3.05%
-6.00%
-8.00%
-6.03% 
-6.41%
I -6.86%
9 -8.17%
-10.00%
(The X-axis is meaningless in this chart. This chart is purely used to display the data distribution)
Figure 7- S&P 500 Index Return Three Months Prior to Wars
7ariable Obs Mean Scd. Err. Std. Dev. 95% Conf. terva
18 -. 0132333 .0102407 .0434475 -. 0348392 .0083726
mean =mean(G)
Hc: mean = 0
Ha: mean < 0
Pr( < t) = 0.1068
t = -1.2922
degrees cf freedorm =
Ha: mean 0
Pr T- > t ) = 0.2136
17
Sa: mean > 0
Pr( > s) = 0.8932
Table 12- Sample Statistical Analysis
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Figure 8- S&P 500 Index Return Three Months After Wars
ar.:. e o
- 18
inean = mean (I)
H0: mean = 0
.'a: irean < 0
2=(-- < t) = 0.8872
Iean
.0126833
Sd. Err. Std
.0100884 .04
Ha: mean 0
Pr(,Ti > t )= 0.225
Dev. 95:% Crf. ::nterval.
28017 -. 0086014 .0339681
= 1.2572
degrees of freedr. = 17
Ha: rrean > 0
7 Pr (I > t) = 0.1128
Table 13- Sample Statistical Analysis
From the statistical analysis, we can discover that after the announcement of wars, S&P
500 index monthly return generally receives positive returns. This is different from the
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3.47%
18 20
argument made by Gerald Schneider and Vera E. Troeger. A possible explanation is that
wars can boost U.S. domestic industry demand in the long run, thereby improving the
country's economic performance and people's expectations. However, monthly return of
S&P 500 before the war is usually negative.
5.2 Outburst of Sudden Events
Sudden events are events which occur unexpectedly to the general public. This thesis
calculates S&P 500 index return three months before and after the outburst of such
events:
September 11 Attack
Date Index Value Index return (%)
2001/12/31 1148.08 0.76%
2001/11/30 1139.45 7.52%
2001/10/31 1059.78 1.81%
2001/9/28 1040.94 -8.17%
2001/8/31 1133.58 -6.41%
2001/7/31 1211.23 -1.08%
2001/6/29 1224.42 -2.50%
Assassination of J.F. Kennedy
Date Index Value Index return (%)
1964/2/28 77.8 0.99%
1964/1/31 77.04 2.69%
1963/12/31 75.02 2.44%
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1963/11/29 73.23 -1.05%
1963/10/31 74.01 3.22%
1963/9/30 71.7 -1.10%
1963/8/30 72.5 4.87%
Cuba Missile Crisis
Date Index Value Index return (%)
1963/1/31 66.2 4.91%
1962/12/31 63.1 1.35%
1962/11/30 62.26 10.16%
1962/10/31 56.52 0.44%
1962/9/28 56.27 -4.82%
1962/8/31 59.12 1.53%
1962/7/31 58.23 6.36%
Pearl Harbor Attack
Date Index Value Index return (%)
1942/3/31 8.01 -6.75%
1942/2/27 8.59 -2.94%
1942/1/30 8.85 1.84%
1941/12/31 8.69 -4.71%
1941/11/28 9.12 -4.00%
1941/10/31 9.5 -6.86%
1941/9/30 10.2 -0.78%
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Source: Bloomberg
Table 14-S&P 500 Index Value and Index Returns During Outburst of Sudden
Events
From the index return information above, a statistical analysis can be obtained:
8.00%
6.00% 6.36%
4.87%
4.00%
3.22%
1.53%
-1.08% 4 8 10
-2.50%
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* -6.41%
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(The X-axis is meaningless in this chart. This chart is purely used to display the data distribution)
Figure 9- S&P 500 Index Return Distribution Three Months Prior to the
Unexpected Events
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2.00%
0.00%
-2.00%
0
-6.00%
* -1.19Y.
* 4.
7ar..abLe Obs
J 12
mean = mean(J1
Hc: mean = 0
.'a: mean < 0
Pr(T < t) = 0.2263
Mean
-. 0096417
Std. Er. td. Dev. [95% Conf .Iteal
.0123808 .0428884 -. 0368916 .0176083
t = -0.7788
degrees of freedorr = 11
Ha: r.ea-. = 0
Pr( T > c)' = 0.452
Ha: xrean > 0
5 Pr(I > t) = 0.7737
Table 15- Sample Statistical Analysis
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Figure 10- S&P 500 Index Return Distribution Three Months After the
Unexpected Events
41
12.00%
10.00%
8.00%
6.00%
4.00%
2.00%
0.00%
-2.00/o
-4.00%
-6.00%
-8.00%
0.76%
20
1.84%
12
-2.94%
14
Variable Cbs
L 12
mean =mean (L)
Ho: mean = 0
Ha: mean < 0
Pr(T < t) = 0.9350
Mear
.02065
Std. Err.
.0126177
Std. Dev. [95% Ccrf. Intervall
.0437089 -. 0071213 .0484213
t 1.6366
degrees of freedom = 11
Ha: mean! 0
Pr(iT! > iti) = 0.1300 P
Table 16- Sample Statistical Analysis
A distribution pattern can be discovered: during the three months after outburst of these
unexpected events, monthly index returns are generally positive. It might be possible that
U.S. government was quick to react to these events, therefore war announcement and
occurrence of these events overlapped. While on the other hand, S&P 500 exhibits
negative monthly return prior to the outburst of these events. This pattern is quite similar
to that of the monthly returns before war announcements.
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Ha: rrean
r(T > t) =
> 0
0.0650
6. Conclusion
From the comparison and analysis of Chinese, French, and U.S. stock markets, we can
observe that, if a country has less political information asymmetry, political elections will
have less impact on the country's index returns. It reveals the fact that political elections
actually have an impact on the markets where political information is less accessible.
Another finding is that in the U.S. stock market, when a war is announced, there are
generally positive monthly index returns during the three months after the announcement.
This can be explained in part by the fact that wars can boost domestic productions, which
in turn will increase the relative industries' growth prospect. Similarly, after the outburst
of sudden, unexpected events, the U.S. stock market experiences positive index returns.
The overlapping phase between unexpected events and the war announcement may be a
possible explanation for the positive index return.
However, during the three months prior to the announcement of wars or outburst of
unexpected events, U.S. stock markets usually exhibit negative monthly returns. This
phenomenon can be further researched.
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8. Appendix
8.1 Shanghai Composite Index Monthly Returns Three Months Prior to and After
Chinese Communist Party National Congresses:
2007/9/20 11.50% 2008/1/20 2.73%
2007/8/20 20.93% 2007/12/20 -4.76%
2007/7/20 -2.92% 2007/11/20 -9.00%
2002/10/20 -5.31% 2003/2/20 1.87%
2002/9/20 -3.98% 2003/1/20 3.81%
2002/8/20 -2.46% 2002/12/20 0.14%
1997/8/20 -5.86% 1997/12/20 -0.76%
1997/7/20 -6.19% 1997/11/20 -0.90%
1997/6/20 -6.58% 1997/10/20 0.57%
1992/9/20 -18.04% 1993/1/20 48.36%
1992/8/20 -15.92% 1992/12/20 91.05%
1992/7/20 -5.38% 1992/11/20 -41.58%
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8.2 CAC 40 Index Monthly Returns Three Months Prior to and After French
Presidential Elections:
2012/4/30 -6.16% 2012/8/31 3.69%
2012/3/30 -0.83% 2012/7/31 2.97%
2012/2/29 4.67% 2012/6/29 5.95%
2007/4/30 5.78% 2007/8/31 -1.54%
2007/3/30 2.14% 2007/7/31 -5.02%
2007/2/28 -1.64% 2007/6/29 -0.80%
2002/4/30 -4.81% 2002/8/30 -1.44%
2002/3/29 5.04% 2002/7/31 -12.38%
2002/2/28 0.03% 2002/6/28 -8.81%
1997/4/30 -0.65% 1997/8/29 -9.92%
1997/3/31 1.88% 1997/7/31 7.61%
1997/2/28 3.62% 1997/6/30 10.62%
1992/4/30 4.57% 1992/8/31 -3.98%
1992/3/31 -2.06% 1992/7/31 -7.68%
1992/2/28 5.77% 1992/6/30 -6.52%
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8.3 S&P 500 Index Monthly Returns Three Months Prior to and After U.S.
Presidential Elections:
2008/10/31 -16.94% 2009/2/27 -10.99%
2008/9/30 -9.08% 2009/1/30 -8.57%
2008/8/29 1.22% 2008/12/31 0.78%
2004/10/29 1.40% 2005/2/28 1.89%
2004/9/30 0.94% 2005/1/31 -2.53%
2004/8/31 0.23% 2004/12/31 3.25%
2000/10/31 -0.49% 2001/2/28 -9.23%
2000/9/29 -5.35% 2001/1/31 3.46%
2000/8/31 6.07% 2000/12/29 0.41%
1996/10/31 2.61% 1997/2/28 0.59%
1996/9/30 5.42% 1997/1/31 6.13%
1996/8/30 1.88% 1996/12/31 -2.15%
1992/10/30 0.21% 1993/2/26 1.05%
1992/9/30 0.91% 1993/1/29 0.70%
1992/8/31 -2.40% 1992/12/31 1.01%
1988/10/31 2.60% 1989/2/28 -2.89%
1988/9/30 3.97% 1989/1/31 7.11%
1988/8/31 -3.86% 1988/12/30 1.47%
1984/10/31 -0.01% 1985/2/28 0.86%
1984/9/28 -0.35% 1985/1/31 7.41%
1984/8/31 10.63% 1984/12/31 2.24%
1980/10/31 1.60% 1981/2/27 1.33%
1980/9/30 2.52% 1981/1/30 -4.57%
1980/8/29 0.58% 1980/12/31 -3.39%
1976/10/29 -2.22% 1977/2/28 -2.17%
1976/9/30 2.26% 1977/1/31 -5.05%
1976/8/31. -0.51% 1976/12/31 5.25%
1972/10/31 0.93% 1973/2/28 -3.75%
1972/9/29 -0.49% 1973/1/31 -1.71%
1972/8/31 3.45% 1972/12/29 1.18%
1968/10/31 0.72% 1969/2/28 -4.74%
1968/9/30 3.85% 1969/1/31 -0.82%
1968/8/30 1.15% 1968/12/31 -4.16%
1964/10/30 0.81% 1965/2/26 -0.15%
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1964/9/30 2.87% 1965/1/29 3.32%
1964/8/31 -1.62% 1964/12/31 0.39%
1960/10/31 -0.24% 1961/2/28 2.69%
1960/9/30 -6.04% 1961/1/31 6.32%
1960/8/31 2.61% 1960/12/30 4.63%
1956/10/31 0.51% 1957/2/28 -3.26%
1956/9/28 -4.55% 1957/1/31 -4.18%
1956/8/31 -3.81% 1956/12/31 3.53%
1952/10/31 -0.08% 1953/2/27 -1.82%
1952/9/30 -1.96% 1953/1/30 -0.72%
1952/8/29 -1.46% 1952/12/31 3.55%
1948/10/29 6.52% 1949/2/28 -3.94%
1948/9/30 -3.01% 1949/1/31 0.13%
1948/8/31 0.76% 1948/12/31 3.05%
1944/10/31 0.31% 1945/2/28 6.16%
1944/9/29 -0.62% 1945/1/31 1.43%
1944/8/31 0.87% 1944/12/29 3.51%
1940/10/31 3.94% 1941/2/28 -1.49%
1940/9/30 1.52% 1941/1/31 -4.82%
1940/8/30 2.04% 1940/12/31 0.09%
1936/10/30 7.62% 1937/2/26 1.63%
1936/9/30 0.13% 1937/1/29 3.43%
1936/8/31 0.88% 1936/12/31 -0.58%
1932/10/31 -13.86% 1933/2/28 -18.44%
1932/9/30 -3.69% 1933/1/31 0.29%
1932/8/31 39.14% 1932/12/30 5.65%
1928/10/31 2.55% 1929/2/28 -0.58%
1928/9/28 1.29% 1929/1/31 5.71%
1928/8/31 7.41% 1928/12/31 0.29%
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8.4 S&P 500 Index Monthly Returns Three Months Prior to and After War
Announcement Made by the U.S.:
2003/2/28 -1.70% 2003/6/30 1.13%
2003/1/31 -2.74% 2003/5/30 5.09%
2002/12/31 -6.03% 2003/4/30 8.10%
2001/9/28 -8.17% 2002/1/31 -1.56%
2001/8/31 -6.41% 2001/12/31 0.76%
2001/7/31 -1.08% 2001/11/30 7.52%
1990/7/31 -0.52% 1990/11/30 5.99%
1990/6/29 -0.89% 1990/10/31 -0.67%
1990/5/31 9.20% 1990/9/28 -5.12%
1955/10/31 -3.05% 1956/2/29 3.47%
1955/9/30 1.13% 1956/1/31 -3.65%
1955/8/31 -0.78% 1955/12/30 -0.07%
1950/5/31 4.57% 1950/9/29 5.59%
1950/4/28 3.88% 1950/8/31 3.25%
1950/3/31 0.41% 1950/7/31 0.85%
1941/11/28 -4.00% 1942/3/31 -6.75%
1941/10/31 -6.86% 1942/2/27 -2.94%
1941/9/30 -0.78% 1942/1/30 1.84%
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8.5 S&P 500 Index Monthly Returns Three Months Prior to and After Outburst of
Sudden Events:
2001/8/31 -6.41% 2001/12/31 0.76%
2001/7/31 -1.08% 2001/11/30 7.52%
2001/6/29 -2.50% 2001/10/31 1.81%
1963/10/31 3.22% 1964/2/28 0.99%
1963/9/30 -1.10% 1964/1/31 2.69%
1963/8/30 4.87% 1963/12/31 2.44%
1962/9/28 -4.82% 1963/1/31 4.91%
1962/8/31 1.53% 1962/12/31 1.35%
1962/7/31 6.36% 1962/11/30 10.16%
1941/11/28 -4.00% 1942/3/31 -6.75%
1941/10/31 -6.86% 1942/2/27 -2.94%
1941/9/30 -0.78% 1942/1/30 1.84%
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